BUSLN'ESSMEN’S 1965 capital budgets
provide for continuing increases in ex-
‘penditures for new plant and equipment
throughout the year. Current plans
call for aggregate outlays of $50.2 bil-
lion—=&5% billion, or 12 percent, more
than 1964.! Increased budgets for 1965
are found in all major industry groups,
according to the results of the regular
survey of business spending intentions,
conducted in February by the U.S, De-
partment of Commerce and the Securi-
M ties and Exchange Commission.
Expenditures in the final quarter of
1964 were at a record seasonally ad-
justed annual rate of $47.8 billion, up
§2 billion from the third quarter,
Spending is expected to rise to $48.8
billion in the first 3 months of this year,
and to $40.7 billion in the second
quarter, and still further in the last 6
1‘--munthu of 1965 to an wnnual rate of $51
billion. All industry groups show con-
|! tinued inecreases in capital outlays
through the year except the nonrail
transportation industry, which expects
second-half spending to hold at the
o first-halfl rate.
Actual expenditures in the fourth
quarter of 1064 were $1 billion higher,
i at a seasonally adjusted annual rate,
| than the anticipation for this quarter
made in November. Nonrail transpor-
E} tation and manufacturing accounted
A for the bulk of the upward revision.
The anticipations for each of the first
¢ two quarters of this year are also about
$1 billion higher than those reported in
the November survey.

r.

L
« This figure is pdjusted for systemntic blases In anilei-
P puted date (see fooinote 3, table 4, for & description of mothod-
ology). Tho anticipation betare application of sach corree-
Hon. fnctors was $40.16 billion; the figore for manubseturing
:"f‘:"iﬂ-‘ﬁ billion, and for nonmanafecturing, §97.68 biilion,
P hllhn sdfustrments nre mpplied to each Industry, the met
el manaicturing 18 virtually sere; for nenmasafictor-

Rt total bus bean ratsed about §1 billion.

by GENEVIEVE B. WIMSATT

Business Investment and Sales Programs for 1965

Expansion Continues Into Fifth Year

Higher sales expected in 1965

The survey also reveals that business-
men generally are looking forward to
further sales improvement this year.
In manufacturing, both durable and
nondurable goods companies are an-
ticipating advances in dollar sales of 6
percent over 1964, Trade firms and
public utilities are now expecting sales
to be 5 percent higher this year. In
all cases these expectations suggest a
small further expansion over current
sales rates.

Investrnent demand continues high

The expected advances in outlays
for new plant and equipment would ex-
tend the current investment rise into
its fifth year to exceed the duration of
any of the previous postwar invest-
ment expansions. The scheduled in-
creases from 1964 to 1065, ranging
from 6 percent by public utilities to 16
percent by manufacturers, are impres-
give, even though they do not quite
match the unusually large increases
from 1963 to 1964, This year's rise in
investment is likely to outpace that of
gross national product for the second
consecutive vear, after a lag in the
1958-63 period.

The current survey provides further
indications of the basic strength in
investment demand. First, expendi-
tures for plant are expected to increase
relative to those earmarked for equip-
ment from 1964 to 1965; the increases
are mild but general throughout the
manufacturing and commereial groups.
A shift toward plant usually connotes
8 pgreater emphasis on capacity ex-
pansion rather than on modernization
and replacement. Secondly, in spite
of the very substantial rise in expendi-

tures last year, mAanulactirers’ CATTY- us spuimem o commes, 0hn of S fomemes

over of uncompleted investment proj-
ects on December 31, 1964 was two-
fifths higher than at the start of last
year.

Businessmen Expect to Spend
12 Percent More on New Plont and
Equipment in 1965 than in 1964

Record outlays prajected by all
rrafor inddustey grougs
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Reflecting ndvance prepavations for
1965 capital programa, new orders for
muchinery ond aquipment in January
continved their rising trend and were
zome 20 pareent phove the penk in the
1955~86 investment boem. Thess or-
daers ordinarily lead plant and equip-
ment expenditures by about two and
sometimes three quarters. Their rising
irend lends ndditionsl support ta the
projected apending rige, gt lonst for the
firat half of 1965.

The basic fnetors stimulating business
investment have continued to be favor-
able thus far in 1985, aven axide from
the special influencs from autos wnd
ateel in the recent period. Profite and
cach flow are at record levels. Sales
ara currently nt a pealt and prospects
generally wppenr good for this year.
Ap sales have climbed to pew high
ground thera hes been some incrense
in the utilization of capoeity, The
lengthening of the workweek ond the
resultant incrense in overtime hours
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may ba aating ne o spur to costoutiing
investmant.

The recantly announced madifieation
of the depraciation rules, postponing
the spplicntion of the reserve-ratio test,
may provide o further stimulus to
investment since for a larpe number of
firms after-tax profits in 1965 will be
higher than originally estimated. Ef-
facts of the changes are probably not
incorporated in anticipated spending
plans asreported hers. A largs number
of returns wore received prior to the
anoouncement, and rost  returns
generally reflect budgets formulated
eorlier in the year.

Realization of investment progrems

In each of ths quarterly surveys of
1984 businessmen reporied that thay
had spent mora than they hed pre-
viously planned, snd also that they
ware raising their sights for the coming
quarters. The rvesult of these succes-
sive expansions in progroms was a 14
percent risa in actual outlays in 1964
over 1563, in contrast to the 10 pereent
rise planned early last year. It was
the largest upward reviston sines the
§ percent edjustment in 1955. In the
intervening years the nverage dif-
ferance {including both averstataments
and undarstatements, withount repard to
gign] betwesn anticipated and actual
outdays was 1% percent per annum,

All mejor industry groups spant more
than initially plonned in 1964, with
notirail transportation and mining firms
showing the lnrgest relative incrsases.
Nonreil transportation firms, durable
poods manufecturers and nendurable
poodz manufacturers each accounted
for about one-favrth of the $1% billion
upward revision. For both durable
end nondurable geods manuiscturing,
actual sales increnses last year were
also larger than anticipated ot the time
the annual capital hudgsts were first
raportad.

Manufacturing Investment
Programs

Manufactursre are planning to epend
$21% billion in 1965-—= rise of 16 per-
cent from 1064. The expected increase
in durable goode is 14 percent and in
nondursble gaods, 18 pavcant.

)
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Most menufecturing industries hava y;!
programed rising expanditures through-
oat 1985 KExcoptions are elettrieal -
machinery and paper, which axpest
apeond-half outlays to be at about thai [&
first-half rate, and food and motor" |
vehieles, which antiripate somewhat. ,
lower outlays in the latter half of the
year. "3

Awmong durables, iron aed steel a.nd'}]
motor vehicle producers—the pace-'/
getters in 1968 and 1064—continue”
with large exponsion and modernizaiion -+
progrems. The 10 percent rises in | |
capital spending projected for this yenr
ara understandably more modernts thans §
the very large increases of 36 percent
and 42 percent last year. The major

A
b

Table 2~ Petrolevin Industry Plant and
nipment Expenditures, by Funotion™ 4,
I and Angivipated 1965,

1 1985 | 10Re-05 p
[ Antin- | Astus! um.
pﬂm L]
e Faroomt
shanpn
{BilUpns of dodlara)
| 23:]| zm [l
.M 18- 1.80 e
- .19 .13 =21 . {
N H JH KK
. -] W -y 11
.11 Rt R [

#Souren: 1.8, Topertmont w! Commuoned, OMlos of Buainess .
Panmamiea, i Seeurd v add Excheogs {Comemiadm,
kol
H

[
"

producers of capitel equipment—aelec-
trical snd nonelectrical machinery—
are scheduling investment increases aof
24 percent and 17 percent, respactively, |
for 1965, The increass in electries) !
machinery follows 2 years of stoble:
outlays. Nonelactricnl machinery firms |
had shown little expansion in ecapital
spending in the early yesrs of the »
expansion, bub incrensed expenditures .
gharply lost year, In this connection ™.
it may be noted that orders for machine -
toals, which had given only o lacklustar
pecformance from 1067 to 1082, have
risen sharply in recent months. -

Among the nondurables, the chemical,
industry continues to show the sharpest
risa in capital cutlays. Textiles, pe-
treleum, sod paper ore nlap extending 4
their rapidly expanding investment
progroms inte 1965.
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Carrvover of uncompleted projects
rises sharply

The carryover of investment projects
at the end of 1964, ie., expenditures
still to be incurred by manufacturers
for projects already under construction
or on order, totaled $12.7 billion, or
23.6 billion more than a year earlier,
_ The increase in 1064 was more than
twice that in 1963. Carryover rose
during each quarter last year, with
more than % billion added during the
closing 3 months.

Carryover as of December 31, 1064
represented nearly 60 percent of antiei-
pated outlays for this year. The year-
end 1063 and 1962 carryovers wera 40
percent and 46 percent, respectively, of
actual outlays in 1064 and 1963, In
general the higher the ratio of carryover
to anticipated expenditures, the more
likely it is that the expenditures will be
made, since carryover represents rela-
tively firm commitments not so easily
canceled or postponed as projects not
yet actually started.

The total cost of new projects started
in & given vear equals the sum of that
year's expenditures and change in carry-
over. New investment projects started
during 1964 amounted to $22.2 billion,

Carryover of Investment Projects

SURVEY OF CURRENT BUSINESS

one-fifth larger than aetual outlays
during that year. Starts in 1963 were
$17% billion—about one-tenth more
than expenditures,

As ean be seen in the chart, both
durable goods and nondurable goods
industries started new projects in both
1963 and 1964 in excess of their spend-
ing, =0 that carryovers rose in both
wyears, The increases in carryover were
larger in 1964 than in 1963. The non-
durables, however, contributed sub-
stantially more to the overall rise in
the 1964 carryover than did the durable
goods group-—a reversal of their relative
positions in the preceding year. For
example, soft goods producers inereased
carryover by $2 billion last year com-
pared with $800 million in 1963, For
durables the corresponding figures were
$1X billion and $1 billion, Each group
accounted for about hall of the starts
in both 1963 and 1064,

Last year both steel and motor ve-
hicle companies reported substantial
increases in carryover., Each industry
started new investment projects in
1964 with a total cost in excess of 82
billion; actual spending in each case
was just under $1.7 billion. Non-
electrical machinery firms substantially

Rose During 1963 and 1964 as Starts Exceeded Expenditures
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increased their carryover in 1964 and
started new projects to cost $1% billion.
Electrical machinery firms inereased
their carryover in 1964 in eontrast to
a slight reduction during the preceding
year.

Among the nondurables, the largest
increases in earryover during 1964 were
reported by rubber, petroleum, and
chemical companies. For the latter
two groups starts amounted to $44
billion and $2% billion, respectively, as
compared with spending of 834 billion
and $2 billion.

Nonmanufacturing
Investment

Public utilities are programing ex-
penditures of $6.6 billion for 1965, an
increase of $350 million over 1064, 1
realized, 1965 expenditures would mateh
the record set in 1957, Unlike invest-
ment in other industries, outlays by the
utilities had declined moderately from
the 1057 peak until mid-1963, Aetual
spending for 1964 was up 10 percent
over 1963, and represented the first
appreciable rise in 7 years,

All of the projected inerease for 1965
is attributable to electric power ecom-
panies; gas and other utilities are plan-
ning to spend about as much as in 1964,
The increase programed by the electrie
utilities extends through this year.
Data from Eleetrical World indicate that
while the utilities expend to spend more
this year for generating and local dis-
tribution facilities, the major expansion
is in transmission investment, including
long-distance lines, interconnections be-
tween systems, and extra-high-voltage
line construction.

Transportation investrent
sharply

Last year was & very strong year for
investment by transportation compa-
nigs. Both railroads and nonrail trans-
portation firms increased expenditures
for new plant and equipment by about
one-fourth over 1963, to $1.4 billion and
$2.4 billion, respectively. Further in-
erpases, to %1.6 billion and $2.6 billion,
are planned for this year, with upward
trends during the year indicated.

For the railroads, the anticipated
level of spending for this year would
match the records (measured in current
dollars) reached in 1949 and 1951. The

up



SURVEY OF CURRENT BUSINEES

ol March I0ag
Table 3. —Camyover and Starts of New Plant and Equiptment Projeots, Manufacturing aod Fablic Utilities
|Eipes of o]
TRyt Biarte
1 183 1064 196 1
D, | Mioech [Jona | Sept. | Deo, | biamsh | Juma | Bept. | Does
|l |mw | veer | | olig]| v | ver
{End of paried)
- ¥

EEI H 18 ) 3| 1.3 | ILER | LA | LG | LM [ LI (44T IT.BE| BN | R4l (| AdT | BT
L E!! t!ﬂ klﬁ [-X:0 [X. 3 LIk BB 2T LAT 2] LTS LA ZdB 2@ | LR | L I
L 208 FR ] 3 o 160 | 8| oM .| 45 2| .aa) 7| B 82| i
Nl & BT ] | B AL AL o] -t M) 28 | we] .| 2] .0 .M
Ey| .48 AL N AR AL A 0 2 LUy & Lg1| .6o] .» | @] 52| 1.0
L0 140 L3 LM 141 1.8 1-88 - T T I - T 0] M) @ 77| B 2 a0
i 1) A 3 35 ) AR 4] BT LT M | ) 2| .| L T4
H . ] L AER LS i.m 841 [ 4] EM|ZN | L8] LNT | 258 B (2l |20 | e 202 ALY
l:lﬂ a.'t! l:” Al AR -4 -0 NN L S R L] Al A .| 82 tlﬂ
18] 18 BTN ) N 2B a8 A k] IF| M) B M| Al oW . B B
.51 .8 | .k B .Th T R R - R | A5 LI | @] A Ly
L | 1.4 LI1| 10d 13 .33 1.8l LM .| ) . M Lau| 6@ 00| 72| 4] LED
142 | La L4l | 1.5 [N} 10 10 4| 8| TA] T7] .M LM LID{2OG| .97 | 0IB) 428
L | L EH | Li& [ ] a4 5w EGE(210[ L& TR LM 04| L9 | LB | L] LEL] ABL

. 1. Corryorer mlers (o expenciarss wak bo be income? o Mant and squlpmsnt projess 4. Inpdudem indosiries oot shown seporsiely.

L | .
Ay o5o S rmnlat by dMing Chingss b cartyover to BrpaiALUIes Garing the gloen Bauros; 1.8, Dagartinonk of Gormmeres, Gffies of Bunioss Eeonamios apd Securties iad
Ezqhangs Comoileion.

Table 4.—Expendltures for new plant and Equipment by 1.5, Barons, ¥ 1965-65
[Pitlions of doilary]

Angusl

Quarterdy, Unndioded

Quarterty, Bemrnally Ad Josted ot Anousl Ratol

LY

Balbewed ... - -
‘Tratuparisiion, sibar dthenrad ... ___..
Publbn olEEeg. ...

Lx
1.4

*
F R
EE
FE
B
=)
S £

3¢ 3 @
Fh
B &

SE&E

1
L

L4} 100 L L1
Ldi| 1,
iM 2
RN 1
i

1046 TE. 0] 1.

L 1.
Lo L2 L.
0 48 L
FAX LW B

L
2
LR
RE LaH 4y L 4.4
E B EREL, M1, K

thm whthuds expendilursd of sprioulbora] bosieess eod gutkss shidmd to ourrsnt

[ topbk g4 basad an wnthepaied earital ar ﬂihumrﬁ:uﬂd bo beros
i, "Fhl sailmaten far thw Brst ooarbsr, samml qanrter an rﬂﬁ:hrﬂ-mr’
ardfliatad when e B fratetnatin isndacies io pkldpatory dats Tha sdjogtmant
ruruuimun?mﬂ mmlmhmndmﬂum“uma:mmwmum L

dl;i‘:fmw W patt & yaurs.  Flowdwer, oo odluktment e maibs b (e andbapadlogs

[ u bien bt st diewetion bt Joast 4 af the bast 6 years st s hedl bwo-thids
of pll e immﬁﬂ"rmmgmwm&&mmn uludmhhﬁmmm ko retall

nmund e E. | 1y ma I:I.Iqulltl.h m
mmw:wldﬂddmmmtymnndunﬁkmm. o

1 Todlodes iwbrizaced melal, lambar, Uealbors, instomant, crdosticd, ofd Bsoelianeos ®
{ Inchades spporat , baather, mud printin e ko
B. Inchades truds, u'rt:mmm. At mm.!"“’

NOTE~Tiainis m add b kotadt dug 4 rEuaing. Data bor eriet Faary wem gote
It In the Jung ] nﬁﬂﬂl LB68, IGO0, TG, LOOL 1 and LM booer of B Surecy of
Current Busings,

Bourees: V.6, Dopartment of Commiares, Otk of Businean Ecsoombct, snd Seourliie
ml mecmfm i

a2

5



Mﬁr‘;h 1065

resurgence in railroad investment has
been reflected in advances of more than
one-fourth in each of the past 3 years,
During thiz period increases have
centered in the purchase of new equip-
ment, but for 1865, the relative in-
crease planned "or econstruction is
greater than that for equipment pur-
chases. It is of interest to note that
shipments of freight cars have risen
from 36,000 in 1962 to 46,000 in 1963,
and 69,000 last year. Installations by
the railroads have been more than off-
get in number (but not in- quality), by
serappage: the number of freight cars
owned or lessed by Class 1 railroads
was 4 percent lower at the end of 1964
than 2 years earlier.

Among other transportation indus-
triss, airlines and trucking firms are
planning further substantial increases
in investment for 1965, which more than
offset a decline in projected spending by
pipeline companies. In air transport,
the relative increases in spending are
larger for feeder lines than for trunk
lines, and refleet a catchingup on
purchases of jet planes by the former
group.

Communications and commercial
firms as a group are projecting a 10
percent increase in 1965 expenditures

SURVEY OF CURRENT BUSINESS

ower 1964. The planned inecrease is
about the same size as the actual ad-
vance in 1964, and extends to all major
industrias, with retail investment in the
forafront.

Reports by mining companies show
that increases in investment have been
scheduled by all component industries
from 1064 to 10965, and within the year
as well, The largest relative year-to-
year advances are expected by non-
ferrous metal and coal mining firms.

Sales Rise Expected To
Continue

Manufaeturing, trade, and utilities
companies are expecting their sales to
rise from 1964 to 1965 about as much
as they did in the previous 2 years
(see chart). As noted earlier, the
anticipated increase is 6 percent for
manufacturing. At this time last year
o similar advance was expected, with
the actual rise turning out to be 7
percent. The 5 percent rise expected
by trade firms for 1965 is a little lower
than both the projection and the actual
increase for 1964, Utilities are thinking
in terms of a 5 percent sales gain for
1965; actual sales rose 6 percent from
1963 to 1964, as compared with an
anticipated 5 percent improvement.

CHART &

Changes In Sales—Manufacturing, Trade, ond Utilities

* Further improvement projocted for 1965
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When the annual expectations for
manufacturing and trade on an overall
basis are compared with the high sales
rates in early 1965 (rather than with
those for 1964), they imply only slight
further advances during this year.
While most manufacturing industries
expect additional sales gains over cur-
rent rates, these advances are largely
offset by steel and motor vehicles, where
the expectations for the full vear 1965
are lower than the abnormally high
Jdanuary 1965 seasonally adjusted an-
nual rates.

Tahble 5. —Business Sules, Actunl and
Anticipated, 1963-65
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Business Situation
( Continued from page 2)

in the final quarter of 1964, $1% billion
legs than in the third quarter, according
to preliminary estimates. Boolk profits,
which include gains due to inventory
price increases, amounted to $57% bil-
lion, $% billion below the third quarter.
The decline, the first in seven quarters,
reflected a sharp drop in the profits of
the auto industry as a result of the
strikes. Changes in other manufactur-
ing industries were mixed, while most
nonmanufacturing industries reported
small gains.

For the year 1964 corporate pre-tax
earnings adjusted for inventory guains
or losses reached an alltime high of
$57% billion, $06% billion above 1963.
All major industry groups contributed
to the year-to-year gain.

Estimates of corporate profits for the
fourth quarter and for 1964 based on
more complete data will appear in next
month’s Survey.



